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THE REORGANIZATION OF MUNICIPAL GOVERN- 
MENT IN PORTO RICO. II: FINANCIAL 

IN describing the political reorganization of the municipal- 
ities of Porto Rico, 1 I purposely made as little reference as 
possible to provisions having to do with financial matters. 
Consideration of these provisions was postponed because the 
importance of the subject is such that it merits special and dis- 
tinct treatment and because the difficulties encountered in 
bringing about the reforms desired were so many and so 
great that a series of laws, instead of a single enactment, 
was found to be requisite. The deplorable financial condi- 
tion of the municipalities and the unsatisfactory methods pur- 
sued by them in the management of their finances when the 
work of reorganizing municipal governments in the island was 
actively taken up in 1902 have already been described. In 
order, however, that the account that follows of the action 
taken to correct these evils may possess definiteness, it may be 
well, at the risk of some repetition, to enumerate the more im- 
portant concrete problems that had to be met. a They were : 
( 1 ) the making of immediate provision for the funding or pay- 
ment of the outstanding floating obligations with which the 
municipalities were burdened; (2) the taking of precautions to 
insure that all future obligations should be promptly met as 
they accrued and that no new debts should be incurred to take 
the place of those extinguished; (3) the requirement of at 

1 A study of the political reorganization of municipal government in Porto Rico was 
published in the September number of this Quarterly (vol. xxiv, pp. 409-443). 

2 The author, in his annual report as treasurer of Porto Rico for the year ending 
June 30, 1907, taking account of the facts that that report would be his last as treas- 
urer of the island and that his incumbency of the office had to so large an extent 
covered the period of civil government up to that date, made an especial effort to 
present a comprehensive account of the financial history of the island, insular and 
local, since the American occupation, together with detailed statistical tables covering 
this period. In the account of the financial reorganization of the municipalities that 
follows this material has been freely drawn upon. The report itself appears in the 
Annual Report of the Governor of Porto Rico for the year ending June 30, 1907. 
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least a minimum of economy in the administration of affairs by- 
imposing reasonable restrictions upon the right to create offices 
and pay salaries; (4) the insuring that municipalities should 
devote a due proportion of their total income to the two most 
important duties with which they are charged, namely, the de- 
velopment of education and the construction and maintenance 
of local roads; (5) the careful regulation of the powers of the 
municipalities to incur bonded or other indebtedness ; (6) the 
reform of the system of municipal dues, with a view to the in- 
crease of municipal revenues and the correction of certain un- 
desirable features; and (7) the imposition of the obligation 
that municipalities should keep their books of account, receive, 
deposit and expend their public moneys and render reports in 
such a manner that the opportunities for fraud and misappro- 
priation should be reduced to a minimum, and that clear and 
detailed information should always be available regarding all 
financial transactions. 

I 

Of these various considerations, that relative to the liquida- 
tion of outstanding floating obligations, amounting to more than 
half a million dollars, most urgently required action. Until the 
payment of these debts was in some way provided for, it was 
impossible for the municipalities to conduct their affairs with 
due regard to current needs. The problem of providing for 
the extinguishment of these debts was rendered difficult by the 
fact that the great majority of the municipalities could neither 
make immediate payment of them out of current income, since 
the total of such annual income was in most cases less than the 
debts owing, nor fund them by the issue of bonds, since, if ex- 
ception be made of the three or four more important municipal- 
ities, the amount involved in the case of each municipality was 
not sufficient to warrant the expense and trouble incident to the 
issue and sale of bonds, or the expectation that purchasers 
would be found for such issues. 

In view of these and other considerations, it was decided that 
the best, if not the only, method of action lay in authorizing 
the municipalities to convert all of their outstanding obligations 
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into interest-bearing certificates that should be paid in annual 
installments extending over a period of years. This was ac- 
cordingly done. A special act was passed, approved March 1 , 
1902, by which' it was provided that all municipalities desiring 
to do so might convert all of their obligations remaining unpaid 
June 30, 1902, into certificates of indebtedness bearing interest 
at the rate of three per cent per annum, payable when such 
certificates were finally taken up and canceled. It was of course 
optional with the creditors to accept these certificates in pay- 
ment of their claims, but the advantages of having their claims 
thus converted into interest-bearing securities were so manifest 
that there was never any doubt about the creditors availing 
themselves of the law. These certificates were to be issued 
directly to the individual creditors, were to be negotiable by en- 
dorsement, were, as stated, to bear interest at the rate of three 
per cent per annum, payable when the certificates were paid, 
and were to be redeemed by the municipalities in five annual 
installments. That there might be no doubt about the prompt 
payment of such certificates as they fell due, the law provided 
that the treasurer of Porto Rico should retain each year from 
the property taxes collected on behalf of the different muni- 
cipalities a sufficient sum to pay the certificates falling due dur- 
ing that year and should pay such certificates when presented to 
him. This provision made it absolutely certain that the cer- 
tificates would be paid as they fell due, that holders of claims 
would request their conversion into certificates, and that such 
certificates would be easily negotiable. 

The administration of this law was naturally entrusted to the 
treasury department. In performing this work every possible 
precaution was taken to prevent the issue of a certificate in pay- 
ment of a claim that was not legally due. All claims for the 
issue of certificates had first to be passed upon and approved 
by the municipal authorities and then sent to the treasury de- 
partment. Here they were reexamined, and no certificate was 
issued until the department was satisfied that the claim was a 
just one and that all legal requirements had been complied with. 
In point of fact, so far as is known, not a single certificate was 
improperly issued or denied. In all respects this act worked 
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without a hitch and with perfect satisfaction to all parties in- 
terested. Through its operation the amount of old indebtedness 
was definitely determined ; the municipalities were able on July 
I, 1902, to reorganize under their new form of government, 
with definite provision made for all outstanding obligations; 
and those obligations have in fact been paid. The five-year 
period during which these certificates were to be extinguished 
expired June 30, 1907, and on that date all of the certificates 
had been presented and paid. The total amount of indebted- 
ness extinguished, either in this way, or by direct payment by 
the municipalities from their treasuries, which was possible in a 
few cases, or by the floating of bonds by the four chief munici- 
palities of the Island, San Juan, Ponce, Mayaguez and Arecibo, 
for this purpose and for the further purpose of providing funds 
with which to make urgent public improvements, was, as is else- 
where stated, $501,128.15. 

II 

The foregoing action, by which payment of existing obliga- 
tions was provided for, would evidently have furnished only a 
temporary improvement of conditions, had rigid provisions not 
been made at the same time to ensure that municipalities should 
not incur obligations in the future beyond their ability to pay. 
This consideration was met, in the framing of the general muni- 
cipal law, by the insertion of provisions determining carefully and 
in detail the manner in which the municipalities should appro- 
priate money and the conditions to be observed by them, with 
a view to making certain that all future obligations would be 
promptly met as incurred. 

In the first place, the law provides that each municipality shall 
make provision for all its expenditures during the fiscal year in 
a single appropriation bill, and sets out in detail the exact pro- 
cedure that must be followed in framing such bill, in order to 
insure that the municipal council, in taking action, shall have be- 
fore it all the data necessary to enable it to act intelligently, and 
that the total sum appropriated shall be based strictly upon 
available income. The law provides that, on or before April 1 
of each year, the comptroller of each municipality shall submit 
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to the alcalde a statement showing in detail the receipts of the 
municipality from all sources during the preceding fiscal year 
and during the first six months of the current fiscal year, to- 
gether with a statement in detail of the expenditures of the mu- 
nicipality during the preceding fiscal year. With these data be- 
fore him it becomes the duty of the alcalde to draw up an esti- 
mate of the receipts and expenditures for the succeeding fiscal 
year, and to submit it, on or before May 1 , to the municipal 
council as a proposed budget. 

Together with this statement, the alcalde must also submit a 
further statement showing the license taxes, permits, charges 
for the use of municipal property and all other taxes and im- 
posts in force for the current fiscal year and the schedule of 
charges that in his opinion should be fixed for the ensuing 
year. The municipal council thus has before it precise data 
relative to the financial operations of the municipality in the 
past upon which to base provisions for future needs. The 
council can either accept the proposed budget as submitted by 
the alcalde or modify it. As framed by the council, the 
budget must then be posted for public inspection in a conspicu- 
ous place in the city hall for a period of ten days, during which 
time any taxpayer or person interested may address the council, 
making such objections and suggestions relative to the proposed 
budget as he thinks proper. On the expiration of this time, 
the council must reconsider the budget and take definite action. 
If the budget conforms to all legal provisions it must be 
approved by the alcalde. If the latter believes, however, that 
all legal requirements have not been complied with, he must 
return the budget to the council, indicating the features in re- 
spect to which he believes improper action has been taken. 
The council must thereupon reconsider the budget and, in doing 
so, can either modify the budget as originally approved, so as 
to meet the objections of the alcalde, or can override such ob- 
jections by a two-thirds vote. The final decision thus rests 
with the council. 1 In case the municipal authorities fail for 

1 This is the provision of the law as it exists at the present time, in virtue of amend- 
ments made in 1906. The original act of 1902 placed the decision of disputes 
between the alcalde and council relative to the budget in the hands of the insular 
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any reason to pass the budget, it is provided that the governor 
of Porto Rico shall prepare and promulgate a budget or declare 
that of the previous year in force. 

One of the features of the old system most responsible for 
the bad financial conditions into which the municipalities had 
fallen was the general practice, on the part of municipal author- 
ities, of basing expenditures upon estimated rather than upon 
actual receipts. If the persons responsible for making the 
estimates really exercised their best judgment and took care to 
make their estimates conservative, there is no reason why this 
method could not properly be employed. Experience in Porto 
Rico, however, showed that the municipal authorities in almost 
all cases failed to act in this conservative manner. On the con- 
trary, every effort seems to have been made to put the esti- 
mates as high as possible, in order to permit of correspondingly 
high appropriations. If municipalities were to be compelled in 
the future to keep their expenditures within their available in- 
come, it was imperative that some limitation should be placed 
upon the total amount that might be appropriated during any 
year. Such a limitation was accordingly imposed by the pro- 
vision that the aggregate of expenditures authorized should in 
no case exceed twice the actual receipts from ordinary income 
during the first six months of the current fiscal year, plus any 
surplus on hand at the beginning of such year. 

The law of 1902, as originally enacted, provided that after a 
budget had once been passed no further expenditure of any 
kind could be authorized nor any payment be made during the 
year to which the budget related, except as provided for in the 
budget. It must be admitted that this provision tied very 

government. It provided that in case the alcalde returned the budget as passed by 
the council with objections to certain features of it, and the council was unwilling to 
meet such objections, the budget should thereupon be sent to the treasurer of Porto 
Rico, whose decision regarding the points at issue should be final. The repealing of 
this provision and the vesting of final decision in the municipal council is but one of 
many instances in which the insular government, as municipal conditions on the island 
have improved and greater capacity has been shown by the local authorities in the 
management of public affairs, has progressively surrendered its control over such affairs 
(which at the outset was absolutely essential) and has thus steadily broadened the 
powers of self-government of the municipalities. 
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strictly the hands of the municipalities and made it difficult, if 
not impossible, for them to meet unforeseen contingencies. The 
adoption of the policy involved in this provision was deemed to 
be justified, however, even though it might work badly in par- 
ticular cases, in view of the bad practice that had so long ex- 
isted and had become so ingrained, of habitually disregarding 
budgetary limitations, that is, of giving slight permanency to 
the budget, as first passed, by introducing all sorts of modifica- 
tions on the slightest provocation. It was felt that, if the prac- 
tice of sound finance was ever to be inculcated upon the muni- 
cipal authorities, it was imperative that they should be made to 
understand that their budget of annual expenditures should be 
prepared with the greatest possible care and foresight with 
reference to anticipated receipts and needs of the year, and that 
once made it should be rigidly adhered to. 

The results have fully justified this policy, and each munici- 
pality now realizes, as fully as the insular government itself, 
that public expenditures are to be provided for by a definite 
appropriation bill. With this lesson learned, it has been pos- 
sible to give somewhat greater flexibility to the system, by 
making it possible for the municipalities to meet new or changed 
conditions arising during the year. The act of 1906 provided 
that after the budget goes into effect a transfer may be made 
from one item to another by ordinance of the municipal coun- 
cil, passed by a two-thirds vote of its entire membership ; and 
a further act, approved March 8, 1908, provided that, in case a 
municipality closes any fiscal year with a cash surplus over and 
above all obligations outstanding and not provided for, it may 
make a supplemental budget to the amount of half of such cash 
surplus, to provide for expenditures for " public works or in- 
creasing existing appropriations, other than administrative ex- 
penditures." This law took account of the fact that the munici- 
palities were obtaining a constantly increasing income and that, 
unless some such provision was made, surpluses would be 
accumulated in their treasuries. It was deemed better to 
authorize the expenditure of these surpluses in this way, as soon 
as they had actually been accumulated, than to require that they 
be kept intact until the next regular budget should have been 
voted. 
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It was not sufficient, however, to enact that the municipal- 
ities in framing their budgets should not vote sums in excess of 
their available income ; it was necessary also to require that 
these bodies should promptly make provision for the payment 
of all obligations incurred before authorizing new expenditures. 
This consideration led to the provision of the law of 1906, 
which reads that each municipality, in framing its budget, 

shall first make provision for the meeting of any deficit that may have 
resulted from the operations of prior years, or expenditures for which 
it is legally obligated in consequence of contracts already entered into, 
or for other reasons ; all payments or expenditures imposed upon it by 
the laws of Porto Rico ; and all payments or disbursements on account 
of final judgment rendered against it by any competent tribunal. If 
any municipality fails to make adequate provision in its budget for the 
payment of any or all of the obligations herein provided for, or if dur- 
ing any fiscal year to which a budget relates any municipality fails to 
liquidate such obligation prior to the legalization by the council of its 
budget for the next succeeding fiscal year, any person aggrieved thereby, 
or the attorney-general at the instance of the treasurer of Porto Rico, 
may apply to the district court for mandamus to compel the delinquent 
municipality to comply with its obligations in such matters as provided 
by law, and the court shall render such judgment and issue such orders 
as the facts and law justify. 1 

These two provisions, relative to the total amount that may 

1 It is of interest to call attention to the method here provided of enforcing, through 
resort to the courts, the meeting of all financial obligations by the municipalities. The 
act of 1902 imposed this duty upon the treasurer of Porto Rico. It provided that 
" if any municipality fails to make adequate provision in its budget for any year for 
the meeting of any or all of the obligations above specified in this section, its budget 
for the next fiscal year shall be submitted to the treasurer of Porto Rico and it shall 
be the duty of said treasurer of Porto Rico to make such changes in said budget as he 
deems necessary or advisable for ensuring the meeting of such obligations by the mu- 
nicipality, which changes may be in the way of reducing or eliminating items of ex- 
penditure or in raising the rate of proposed license taxes or other levies." This, it 
will be seen, was, in effect, putting the municipality in the hands of a receiver, the 
treasurer of Porto Rico acting in that capacity. The change to the method now in 
force was made in pursuance of the policy mentioned in a preceding note, under 
which the insular government has surrendered its power of intervention in an admin- 
istrative capacity as rapidly as it was believed that improved conditions rendered such 
action safe. 
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be appropriated by a municipality during any one fiscal year, 
and the obligation imposed upon each municipality to provide 
for the payment of all outstanding debts make it practically 
impossible for municipalities to incur obligations that they can 
not or will not pay and practically certain that these bodies will 
always be upon a solid financial basis. 

Ill 

As regards the effort to secure economy in municipal admin- 
istration, mention has already been made in my previous article 
of a number of provisions that were inserted in the law with 
this end in view. Among these the most important is that by 
which the municipalities are divided into three classes, in order 
that a simpler and more economical form of government may 
be provided for the less important than for the more important 
municipalities, although the general scheme of government is 
the same for all. Another provision of the law, having the 
same object, is one which was adopted in 1906, and which pro- 
vides that in no case shall the total appropriations for adminis- 
trative expenses, consisting of salaries of officials and employees 
and contingent expenses of their offices, exceed fifty per cent 
of the total amount appropriated. Although in some cases this 
provision may have restrained municipalities from devoting too 
large a proportion of their expenditures to these purposes, it is 
doubtful whether the tendency to extravagance in this direction 
is so strong as to require this rather arbitrary limitation. At 
the same time there is no evidence that it has worked any 
hardship. 

IV 

While thus making provision for a form of organization as 
economical as circumstances would permit, it was felt that 
equal care should be taken to compel the municipalities to de- 
vote as large a proportion as possible of their income to works 
of real public utility. No shortcoming of the old municipal- 
ities was more marked than their failure, not merely to make 
any return for taxes collected in the way of works of public 
utility, but even to realize that this was one of their essential 
functions. The attention of officials was concentrated upon 
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creating unnecessary offices and paying as high salaries as they 
dared to themselves and their friends, while the most crying 
needs of their districts were neglected. This was particularly 
true as regarded education and roads. Especial pains were 
therefore taken, in framing the new law, to ensure that these 
subjects should receive at least a minimum amount of attention. 
This was accomplished by incorporating in the law the pro- 
vision that certain proportions of the receipts of each munici- 
pality from the general property tax, the chief source of 
municipal income, should be devoted to these purposes. These 
proportions have been changed a number of times, but always 
in the way of increasing them ; and today they are twenty-five 
and eight per cent respectively. In the case of the school 
funds, the sums so apportioned are paid over directly to the 
local school boards to be expended by them ; in the case of the 
road funds, the money is carried by each municipality to a 
special fund which can only be used for purposes of road im- 
provement. As regards the expenditure of the latter, the law 
further provides that the insular bureau of public works shall 
exercise technical direction and immediate supervision over the 
plans for and the execution of this work. 1 As a result of this 
provision all the municipalities are now doing a great deal in 
these directions. The tables included in this article (pages 96- 
99) show that in the fiscal year ending June 30, 1908, the total 
expenditure of the municipalities for education, including the 
amounts raised by the special school tax, was $322,300.90, and 
for road improvement $114,332.90; the two items together 
representing $436,633.80, or twenty-two per cent of total 
municipal expenditures. 

V 

One of the most important questions concerning the financial 

powers of the municipalities that presented itself for settlement 

was that relative to the authority that these bodies should have 

to incur bonded indebtedness and the conditions under which 

1 A description has already been given in my first article of the effort that was 
made, at the outset, to provide for the performance of this work through special road 
boards and of the abolition of these boards on account of the bad results obtained. 



No. I] MUNICIPAL GOVERNMENT IN PORTO RICO jg 

such authority, if granted, should be exercised. Partial action 
in respect to this matter was taken at the first session of the 
first legislative assembly in 190 1. By an act approved January 
31, 1 90 1, authority was granted to any municipality having a 
population of ten thousand inhabitants or over, upon receiving 
the approval of the executive council and upon complying with 
the provisions set forth in the act itself, to incur bonded indebt- 
edness for the purpose of funding its outstanding obligations or 
of making public improvements. The more important provi- 
sions of this act were : that the total amount of bonded indebt- 
edness that might be outstanding at any one time should not 
exceed seven per cent of the assessed value of the property for 
purposes of taxation in the municipality; that the bonds when 
issued should bear interest at a rate not to exceed six per cent 
per annum, should be sold at not less than par and should be 
redeemable in ten and payable in twenty years ; that provision 
should be made for a sinking fund for the payment of the 
bonds upon their maturity ; that a special tax should be levied, 
sufficient in amount to realize the sum required for meeting all 
interest and sinking-fund charges as they became due; and, 
finally, that the approval of the executive council should be 
obtained, not only for the contracting of the loan, but also of 
the form of the bonds and, generally, for all the steps neces- 
sary in connection with their sale and their subsequent payment. 
This act has remained unchanged and has been specifically 
continued in force by the general municipal law as revised in 
1906. Immediately upon the passage of this act, the four most 
important municipalities of the island, San Juan, Ponce, Maya- 
guez and Arecibo, sought and obtained authorization from the 
executive council to issue bonds in accordance with its provi- 
sions, and in due time they succeeded in selling such bonds. 
The San Juan loan was for $600,000; those of Ponce and 
Mayaguez, for $200,000 each; and that of Arecibo, for $100,- 
000. All these loans bear interest at the rate of six per cent 
per annum and were issued as of date of January 1, 1902. 
The Mayaguez and Arecibo bonds.were sold at par ; a premium 
of 3.065 per cent was obtained in the case of the San Juan 
loan, and a premium of 3.5 per cent in the case of the Ponce 
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loan. The purposes for which these loans were issued were 
partly to fund or refund prior outstanding obligations and 
partly to undertake certain important public works. Nearly 
one-half or, exactly, $545,476.09, was for the former purpose, 
and $554,523.91 for the latter. In accordance with the provi- 
sions of the act under which the bonds were sold, provision 
was made in each case for a sinking fund, into which there has 
been annually paid by the four municipalities the sum of $55,- 
OOO. Interest at the rate of slightly over three per cent is ob- 
tained on this fund, which is compounded semi-annually. On 
June 30, 1908, there had thus been deposited in the four sinking 
funds a total of $330,000, and the earnings of the funds had 
amounted to $31,703.78; so that the total amount standing to 
the credit of the funds on that date was $361,703.78. In addi- 
tion, the four municipalities had on hand a total of $100,5 1 7-7&> 
representing the proceeds of the special tax levied for bond 
interest and redemption purposes, that was available for the 
payment of future interest and sinking-fund charges. A con- 
siderable start has thus been made toward the accumulation of 
funds with which to pay the bonds on their maturity. 

This act, authorizing the more important municipalities, upon 
receiving the approval of the executive council, to incur bonded 
indebtedness, did not wholly meet the needs of the municipali- 
ties in respect to the securing at one time of funds sufficient in 
amount to enable them to undertake permanent work of public 
improvement. In the first place, this act applied only to certain 
municipalities ; and here the necessity of levying a tax upon 
property with which to meet interest and sinking-fund charges 
imposed so great a burden upon taxpayers that it was not desir- 
able to take advantage of the law except in cases of extreme 
urgency. In the four towns that did avail themselves of the 
provisions of this act the total tax rate upon property had to be 
very materially increased, this increase in several cases more 
than doubling the rate for municipal purposes. 

To negotiate a sale of bonds, moreover, is a matter that en- 
tails so much trouble and expense that resort to this method of 
using public credit is hardly justified unless a very considerable 
sum of money is desired at one time. It is also doubtful whether 
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municipalities situated as are those of Porto Rico could succeed 
in selling bonds where the total issue is for a small amount; for 
in such cases prospective investors would not find it worth while 
to make the necessary investigations relative to the financial and 
economic conditions of the municipality and the authority under 
which it was acting. While few of the municipalities thus re- 
quired large enough sums to justify the issue and sale of bonds, 
all, or nearly all, were in urgent need of moderate sums, run- 
ning from $5000 to $50,000, with which to make such improve- 
ments as the construction of water works, markets, slaughter 
houses, hospitals, school buildings, city halls, improved streets 
and highways and the like. To meet this need, the insular 
legislature passed an act, approved March 10, 1904, authorizing 
the insular treasury to make loans to the municipalities and local 
school boards from its general balance of insular funds. 

The provisions of this act were subsequently incorporated, 
with a few minor changes, in the general municipal law of the 
island as revised in 1906. In accordance with these provisions, 
any municipality may, by ordinance duly enacted, petition the 
executive council to authorize the grant to it of a loan from the 
insular treasury. This ordinance must state definitely the 
amount required, the exact purpose or purposes to which the 
money loaned is to be devoted and the rate of interest to be 
paid, and it must provide for the repayment of the loan in 
annual instalments and authorize the insular treasury to retain 
from property-tax collections made on its behalf the sums 
necessary to meet the annual instalments as they fall due and 
tc pay the interest provided for. In practice, the rate of inter- 
est has invariably been three per cent, and the longest term for 
which a loan has been granted has been ten years. In the great 
majority of cases, where relatively small amounts are involved, 
repayment is provided for in five years or less. 

It is difficult to exaggerate the benefits that have resulted 
from these arrangements. During the four years that the 
system has been in operation, loans to the total amount of 
$1,005,098.94 have been authorized, of which $779,056.61 
were loans to municipalities and $226,042.33 loans to school 
boards. The money thus authorized to be loaned is not actu- 
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ally paid to the municipalities and school boards until needed 
by them. Thus, of the total amount authorized to be loaned, 
the municipalities had received up to June 30, 1908, only 
$594,640.18 and the school boards only $137,416.34, or a total 
of $732,056.52. Of this amount the municipalities had repaid 
$227,033.94 and the school boards $49,464.63, thus leaving 
due to the insular treasury from the municipalities $367,606.24 
and from the school boards $87,951.71, or a total of $45 5 ,- 
557.95. Altogether 92 different loans were made to munici- 
palities and 59 to local school boards. In some cases the same 
municipality has received two or more loans. 

This system of granting loans from the insular treasury to 
the municipalities and school boards has proven beneficial 
alike to it and to them. The insular treasury has, in effect, 
invested its available surplus at three per cent with perfect 
security, as, owing to the fact that the insular government col- 
lects the general property tax and repays itself by retaining 
from the collections on behalf of the municipalities the sums 
necessary to meet interest and instalment payments, there can 
never be any doubt about such payments being promptly 
made. The municipalities and school boards, on the other 
hand, have obtained the money of which they have need with 
practically no trouble, with no expense, and at the extremely 
low rate of interest of three per cent. The possibility of secur- 
ing these loans has enormously stimulated works of municipal 
improvement throughout the island. With the money thus 
obtained, various municipalities have vigorously entered upon 
the work of equipping their urban districts with waterworks, 
hospitals, markets and public improvements of all sorts. Thus, 
the towns of Caguas, Coamo, Yabucoa and Aibonito have 
waterworks which cost $6o.OOO, $25,000, $20,000 and $8,000, 
respectively; San Juan has extended its sewer and sidewalk 
system at a cost of $52,000; Guayama has provided for the 
erection of a covered market at a cost of $16,000; and scores 
of other cities have similar works under way. Of the $226,- 
042,33 loaned to the school boards, $199,600 has been for the 
purpose of erecting new school buildings. 

Two collateral advantages of this system should be noted, the 
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one pertaining to the insular government, the other to the mu- 
nicipal governments. Under this system of loans the insular 
government in a way distributes over the future the present 
great prosperity of its finances. Without this system, the insular 
government would not be justified in collecting and holding in 
its treasury a large surplus; and with such a surplus it would be 
impossible to resist the demand for large appropriations. By 
loaning out such surplus the money available for appropriation 
is correspondingly reduced ; and for the next ten years the in- 
sular treasury will have a steady and important source of income 
through the payment of the annual instalments of the loans as 
they fall due. The collateral advantage to the municipalities 
results from the fact that, by thus contracting loans, they in 
effect pledge their available income, during the years for which 
the loans run, to works of public improvement to the extent to 
which the payment of the annual instalments constitutes a 
charge upon their budgets. As has been elsewhere stated, 
one of the chief objects sought in reorganizing the municipal 
life of the island was to induce the municipalities to devote as 
large a portion as possible of their total income to works of 
actual public utility. This system, by which the municipalities 
receive loans from the insular treasury and pledge their future 
revenues to the meeting of interest and repayment of principal 
charges, has accomplished this very desirable object. 

In the great majority of cases, moreover, it should be noted 
that the public works of which the construction has been under- 
taken are revenue-producing properties, and that to a very large 
extent the revenues to be obtained from them will meet the 
interest charges incurred and, in time, produce a sum more than 
sufficient to offset the principal of the debt incurred. The in- 
auguration and construction of these works of public utility has, 
moreover, had a marked effect upon the attitude of the people 
themselves toward their local governments. For the first time 
they have seen these governments actively engaged in the prose- 
cution of works of direct advantage to them. This has given 
them a new idea regarding such governments, and has directed 
their interest in local affairs into more legitimate channels than 
in the past. 
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The general municipal law, as revised in 1906, also authorizes 
municipalities, upon receiving the approval of the executive 
council, to borrow money directly from banks or other financial 
institutions. This provision was inserted in anticipation of the 
possibility of the insular government not having sufficient funds 
available for making all the loans which municipalities and 
school boards might need. No resort has yet been had to this 
provision of the law. 

VI 

The matter of introducing modifications into the system by 
which the municipalities receive their income, with a view to 
increasing such income and eliminating certain objectionable 
features, evoked little difference of opinion regarding the gen- 
eral policy that should be pursued. It was evident that the 
municipalities were in urgent need of more money, not only to 
pay the debts with which they were burdened, but to perform 
more efficiently public duties of all sorts and to undertake 
public improvements of almost every description. 

The general revenue law of the island, as enacted January 
31, 1 901, unfortunately made no clear distinction between in- 
sular and municipal sources of income. Aside from minor 
sources of income, this law provided for the securing of revenue 
through two main systems of taxation : namely, excise duties on 
spirits, tobacco etc., and taxes on real and personal property. 
Taxes of both sorts were made sources of income for both the 
insular and the municipal governments : the first, by assigning 
a proportion of the excise receipts to the municipalities ; and 
the second, by providing that the insular tax rate should be 
one-half of one per cent of the assessed value of the property, 
and that the municipalities might impose not to exceed the 
same rate — a power which has been almost invariably exer- 
cised. This union of the tax systems of the central and local 
governments is, as has been stated, to be avoided if possible. 
Particularly is this true in a country which pursues the policy 
of attempting to develop a vigorous municipal life. In the case 
of Porto Rico the logical assignment of taxes to the different 
political bodies is evidently to devote the excise taxes exclu- 
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sively to insular purposes and the general property tax, as far 
as possible, exclusively to municipal purposes. This, conse- 
quently, is the policy that has been consistently followed in 
amending the original act. On the one hand, excise taxes have 
been made a source of income for the insular government ex- 
clusively, and, on the other, the municipal portion of the total 
general tax levy of one per cent on the assessed value of prop- 
erty has been progressively increased, until, at the present time, 
the municipalities receive nine-tenths of the proceeds and the 
insular government one-tenth. The property tax has not been 
assigned wholly to the municipalities, because it is believed to 
be desirable that the insular government should continue to 
perform the work of assessing the property, collecting the taxes 
and otherwise administering the system, and the income derived 
by the insular government from its small proportion little more 
than covers the cost of administration. In making this change 
in the tax system, the revenues of the municipalities have been 
materially increased, their larger share of the proceeds of the 
property tax much more than compensating them for their loss 
of a quota of the excise taxes. 

In still another direction an important change was demanded 
in the tax system of the municipalities. One of the most un- 
satisfactory features of this system, as first organized after the 
establishment of civil government, lay in the practical operation 
of the section of the general revenue law allowing the munici- 
palities to levy so-called patente or license taxes upon industrial 
undertakings, commercial establishments, the practice of pro- 
fessions and trades and like forms of activity. The power to 
levy and collect this tax had been possessed by the municipal- 
ities under the Spanish regime. It was reaccorded by the gen- 
eral act of January 31, 1901, but with evident reluctance, since 
that act provided that the power to levy and collect this tax 
should continue during the next fiscal year only, unless the 
legislature should otherwise determine. That it was not imme- 
diately abolished was due to the fact that it was deemed unwise 
to deprive the municipalities of this source of income until the 
productiveness of the general property tax could be deter- 
mined. In thus framing the law with a view to the early abo- 
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lition of this tax, the legislature was evidently influenced both 
by the disfavor with which this form of taxation is looked upon 
in most states of the Union and by the many evils attending its 
administration in Porto Rico. Only too often did the munici- 
pal authorities make use of their power to impose this tax to 
favor their personal and political friends and to punish their 
enemies. It is true that the revenue act of 1901 provided that 
no such schedule of taxes should be imposed by a municipality 
until it had received the approval of the executive council; 
but, as that body had scant information upon which to go in 
passing upon the schedules submitted to its consideration, it 
was unable to detect and correct any but the most glaring cases 
of injustice. This arrangement was open to the further objec- 
tion that the council was burdened with a task making consid- 
erable drafts upon its time. 

As the general revenue act, as stated, kept this tax in force 
for one year only, it became necessary at the next session of 
the legislature to determine whether it should be retained or 
abolished. Nothwithstanding the fact that this form of taxa- 
tion is looked upon with so little favor in the United States, it 
is in itself by no means a bad tax as applied to conditions 
prevailing in Porto Rico. The general property tax falls almost 
exclusively upon agricultural property, while the merchants and 
professional classes either are not reached at all or are reached 
only to the extent of the stock in trade carried by them. The 
value of this stock in trade at any given time constitutes but a 
very imperfect measure of the importance of the enterprise ; 
and merchants and others doing a large business often escape 
with the payment of a relatively small property tax. If equita- 
bly assessed and collected and moderate in amount, there is 
no reason why a system of license taxes may not well be 
utilized to supplement or complement the general property tax 
by reaching these classes of persons. The municipalities, 
moreover, can not well do without the income obtained from 
this source. The main question, therefore, was whether the tax 
could be made a more equitable one in its actual administration. 
The legislature believed that this could be done, and results 
have fully justified its belief. To secure this end the following 
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changes in the law were made. Instead of leaving to each 
municipality discretion to determine the classes of merchants, 
manufacturers and others who should be taxed and the amount 
of the taxes that should be paid by them, such determination 
to be subject to revision by the executive council, a detailed 
classification of all industries and trades subject to this tax and 
the maximum amount of tax that may be imposed are set forth 
in the general municipal law. Account is taken of the different 
conditions prevailing in different municipalities by providing 
one maximum for municipalities of the first class and another 
for those of the second and third classes. This schedule was 
prepared after a careful study of the past practice and of the 
relative importance and tax-paying abilities of the different 
classes subject to the tax. Care was also taken to make the 
maxima less than those which the various industries had in the 
past been accustomed to pay. To prevent the municipal 
authorities from treating the different classes of industries in- 
equitably, the law provides that the rate to be fixed by them shall 
be the maximum established by the law or a certain percentage 
of such maximum, such percentage to be the same for every 
class of commercial licenses. Thus the municipalities have the 
option of imposing and collecting either the maximum rates set 
forth in the law, or one-fourth, one-half, three-fourths or any 
other fraction or percentage of these rates. In order that in- 
dividual taxpayers may have security against being improperly 
classified, the law provides that the list of individual firms or 
commercial houses taxed, together with the amount of the taxes 
paid by each, shall be posted conspicuously in the city hall for at 
least ten days before final action, during which time any tax- 
payer, who believes himself to be unjustly or erroneously taxed, 
may protest to the municipal council against the action pro- 
posed in his case. The practical result of this legislation has 
more than met expectations. Not only do the municipalities 
receive a far greater income from this source than they formerly 
enjoyed, notwithstanding the fact that the rates authorized are 
generally, if not always, lower than those formerly imposed, but 
practically no complaint is heard from the persons taxed. It 
may be that this form of taxation is not from every point of 
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view the most desirable, but it can be said with certainty that 
it is now working smoothly in Porto Rico and should be re- 
tained until the municipalities can obtain an equivalent income 
in some other more advantageous way. 

Finally, before leaving this subject of municipal income, 
attention should be called to the fact that, owing to the extent 
to which the various municipalities have developed their systems 
of water works, markets, slaughter houses and other revenue- 
producing properties, greatly increased receipts, both gross and 
net, are being obtained from these sources. 1 

VII 

Of all the actions taken for the improvement of municipal 
conditions in the island, far the most successful, as regards the 
results obtained, and the most important as regards the actual 
influence upon municipal life, is the provision that was made for 
the establishment of a system of uniform accounting and report- 
ing by the municipalities. For years it has been recognized 
by those persons who are most deeply interested in the reform 
of municipal government in the United States that the first and 
prime requisite to a permanent improvement of conditions lies in 
the requirement that municipalities shall keep their books of 
account and render their reports in such a manner that their finan- 
cial operations and conditions may at all times be known, and 
that, as far as possible, the same system of accounting and re- 
porting shall be followed by all municipalities. In this way only 
can comparisons be made of policies pursued and results ob- 
tained — comparisons of municipality with municipality and of 
year with year. Data of this kind are necessary, not only in 
order that the public may have that knowledge to which it is 
entitled of the manner in which its governments are being run, 
but that the municipal officials themselves may always know just 
how the operations of the government for which they are 
responsible are being conducted. 

Desirable in any commonwealth, the adoption of such a 
system under the conditions prevailing in Porto Rico was an 

'For the exact amount of this increase, as well as the augmented income obtained 
from other sources, see the tables on pages 96-99. 
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absolute essential to any intelligent action looking to the im- 
provement of local government in the island. When civil 
government was organized, there was an almost complete ab- 
sence of any authoritative data showing the real conditions of 
the municipalities, from what sources they obtained their in- 
comes and for what objects they made their expenditures. 
The result was that it was impossible to determine accurately 
what were their real needs as regards income. More than this, 
so complete was the absence of any proper system of auditing 
and control that opportunities for fraud existed on every hand 
and were only too frequently utilized. Evidently, in view of 
this condition of affairs, the first step to be taken by the insular 
government in meeting its obligation to secure good municipal 
government in the island lay in the securing of the facts upon 
which to base intelligent action and in taking immediate steps 
to prevent fraud. This object could be fully attained only by 
providing that authority should be vested in some insular official 
to prescribe a uniform system of municipal accounting and 
reporting, and to supervise the operation of the system after its 
establishment, in order to insure that its provisions should be 
rigidly observed. There was in existence in the office of the 
treasurer a bureau of municipal finance; and it therefore 
seemed proper that this duty should be intrusted to the treas- 
urer, and that the bureau of municipal finance should be reor- 
ganized to take charge of the administration of the system. 

Provisions were accordingly incorporated in the new munici- 
pal law, approved March 1, 1902, by which the treasurer of 
Porto Rico was authorized, in the broadest terms possible, to 
prescribe the manner and form in which the municipal treas- 
urers and comptrollers should keep their books of account, de- 
posit all moneys and make all disbursements, and to require of 
such officers such annual and other reports as he deemed 
desirable. He was furthermore authorized himself to make, or 
to appoint some competent person or persons to make, a de- 
tailed examination of the financial operations of any municipal- 
ity whenever he deemed conditions to be such as to warrant 
such action; and in making such examinations he, or his 
deputy, was given power to administer oaths, to compel the 
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appearance of witnesses, the production of books, papers, secur- 
ities etc. If, as a result of such examination, he discovered 
that fraud was being committed, or that the financial affairs of 
the municipality were being incompetently administered, or 
that his regulations relative to accounting and reporting were 
not being observed, it was his duty to report the fact to the 
governor of Porto Rico, who, in such cases, had the authority 
summarily to remove the delinquent officer and to request the 
attorney-general to institute such civil and criminal proceedings 
as conditions might justify. 

This scheme of the supervision of municipal finances by the 
insular treasurer comprehended the taking of three successive 
steps: (i) the preparation of a code of regulations, setting 
forth in detail the precise manner in which the municipal 
treasurers and comptrollers should keep their books of account, 
deposit all funds, audit all claims and make all payments from 
the municipal treasury; (2) the requirement of systematic re- 
ports, showing the actual financial transactions and conditions, 
and their subsequent compilation and analysis, so that such 
operations might be clearly seen; and (3) the organization of a 
system of inspection and audit by officials attached to the office 
of the treasurer, in order that the department might know 
whether its orders were being complied with and whether mu- 
nicipal affairs were being honestly and efficiently conducted. 

Immediately upon the passage of the law of March 1, 1902, 
the treasury department, through its bureau of municipal finance, 
entered upon the work of preparing the rules and regulations 
relative to accounting and reporting that were to go into effect 
July 1, 1902. These regulations set out in detail the exact 
books which must be kept by the municipal treasurers and 
comptrollers, the manner in which moneys must be deposited, 
the requirements that must be met and the vouchers that must 
be produced before comptrollers can order any payments to be 
made, and the conditions that must be complied with before 
the treasurers can make such payments. In all cases blanks or 
model forms are given in the regulations, showing the exact 
character of each book, voucher, warrant or other document 
that must be used. By subsequent action of the legislature, the 
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insular bureau of printing and supplies was authorized to fur- 
nish these forms to the municipalities of the island at cost. 
Thus, at the present time, not only is the character of the forms 
prescribed, but, with few exceptions, the forms themselves are 
furnished. In thus devising a system of accounting and report- 
ing for the municipalities, the fact had to be constantly borne 
in mind that the system would have to be administered by per- 
sons in great part lacking in skill and technical training as 
accountants. The greatest care was therefore taken to make 
the system as simple and as easily understood as possible; 
while the regulations themselves had to enter into the minutest 
details and, in fact, almost constitute a text-book on accounting. 

Briefly, the system provides that moneys due the municipali- 
ties shall be paid to, and that disbursements shall be made by, 
the municipal treasurers exclusively; that wherever possible 
some banking or other institution shall be made the depository 
of the public funds ; that all moneys received shall be deposited 
with such depository, and that all payments shall be made ex- 
clusively by drafts upon such institution ; that payments shall 
be made by treasurers only upon warrants drawn by the muni- 
cipal comptrollers and countersigned by the alcaldes ; that the 
municipal treasurers shall issue receipts for all moneys received 
by them, which receipts shall not be valid until countersigned 
by the comptrollers, who shall keep a record of all receipts so 
signed ; that the comptrollers shall carefully examine all claims 
against municipalities and shall not issue warrants for their pay- 
ment until they have satisfied themselves that such claims are 
just, that there is an appropriation therefore in the budget, that 
the same is not exhausted, that there are funds on hand avail- 
able for their payment, that the expenditures are duly evidenced 
by proper vouchers, and that the proper officers have certified 
that the services or supplies represented by the claims have 
actually been rendered or furnished. Record of all these trans- 
actions must be kept in the books of account as prescribed by 
the regulations. 

The second step involved in the establishment of a uniform 
system of accounting and reporting consisted in the requirement 
from the municipalities of reports of such a character as to 
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enable the treasury department, not only to see how municipal 
finances were running from month to month, but to obtain the 
information relative to such operations in a form permitting 
the analysis of municipal receipts and expenditures in a way 
that would bring out the real financial operations of the muni- 
cipalities. This end was attained by requiring from the muni- 
cipalities quarterly and annual reports in the form prescribed 
by the treasury department. The quarterly reports consist of 
statements of receipts and expenditures. They are carefully 
examined in the department, as received, in order to determine 
whether the rules and regulations relative to accounting have 
been rigidly observed. This examination brings to light many 
errors in bookkeeping; and a considerable part of the work of 
the bureau of municipal finance consists in corresponding with 
the various municipal comptrollers and treasurers for the pur- 
pose of pointing out these errors and of giving instructions 
relative to what should be done in particular cases. 

It is unnecessary to enter into further details regarding the 
character of the reports required. One point, however, should 
be stated and emphasized. The municipalities are required, in 
keeping their books and in rendering reports, to make a clear 
distinction between municipal funds proper — that is, funds 
available for ordinary municipal expenditures — and trust funds, 
or those of which the municipal treasurer is simply for a time 
the custodian or which are pledged to some particular purpose. 
In the same way, a careful distinction is required between en- 
tries in the books which represent real transactions — that is, 
money actually coming into the treasury from taxes or other 
sources of municipal income and payments actually made for 
services rendered or supplies furnished — and those entries 
which represent mere bookkeeping items, such as transfers, re- 
payments and the like. The making of this distinction is essen- 
tial in any system of governmental bookkeeping if the real 
financial operations of the government concerned are to be 
known. As a result of this distinction, the treasury department 
is able to prepare tables showing not only the gross receipts and 
disbursements of each municipality — by which is meant a state- 
ment of all entries of every character upon both sides of the 
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ledger of the municipality — but also statements showing the 
municipality's net income and expenditures proper — that is, 
statements from which all receipts and expenditures on account 
of trust funds and of purely bookkeeping items have been 
eliminated, and which, consequently, yield the real information 
that is desired relative to municipal receipts and expenditures. 
From this latter table it is possible to ascertain the amount of 
money actually entering the municipal treasuries and available 
for municipal expenditures, the sources in detail from which 
such income has been obtained, the total of the actual expendi- 
tures made for carrying on the government and the purpose in 
detail to which such expenditures have been devoted. This dis- 
tinction between gross receipts and disbursements and net in- 
come and expenditure constitutes, it is believed, the most im- 
portant and valuable feature of the system of reporting and of 
analysis of municipal operations that has been adopted. By 
reason of it, it is believed that the financial operations of the 
municipalities of Porto Rico can be shown with a clearness and 
exactness that can not be equaled in the case of the munici- 
palities of any other country. 

It is impossible to exaggerate the importance of the action 
thus taken or to overstate the beneficial results that have fol- 
lowed from it. Porto Rico has thus, at an early date in the 
history of its civil government, met the one most important re- 
quisite to the securing of honest and efficient local government, 
and it is thus entitled to take front rank among commonwealths 
which are trying to place their systems of local government 
upon a solid foundation. It should be recognized that the 
value of this system consists not in enabling students to gratify 
their desire for knowledge, but in furnishing the data upon 
which municipal budgets of receipts and expenditures must be 
based and the information which the insular government must 
have if it is to act intelligently in authorizing municipalities to 
incur bonded indebtedness or in taking other action affecting 
their financial status. The securing and publication of this in- 
formation, moreover, has had another very beneficial effect. 
For the first time the citizens of each municipality, and indeed 
the municipal officials themselves, are able to know the real 
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financial conditions of their bodies and how their operations 
compare with those of prior years and of other municipalities. 
The diffusion of this information has developed an interest in 
municipal affairs and an emulation among the municipalities to 
make the best possible showing in comparison with other munic- 
ipalities that it would be difficult for one to appreciate who 
has not been familiar with the attitude of the people and of 
local officials toward their governments before and subsequent to 
the introduction of this system. 

These results, of course, were not obtained immediately. As 
regards the system of reporting and of analysis of the informa- 
tion received, it will be seen, by consulting the tables on pages 
96-99, that neither of the tables covers the whole period elaps- 
ing since the introduction of the system on July 1, 1902. It 
was only as the system entered into operation that certain 
improvements suggested themselves. The features, however, 
in respect to which improvements could be made were ascer- 
tained at an early date, so that it has been possible to make 
both of the tables cover a series of years ; and the writer now 
knows of no line of facts or class of information that it is 
desirable to have regarding the financial operations of the mu- 
nicipalities that is not covered by these tables. In the admin- 
istration of the system great difficulty was, of course, encountered 
at the outset in instructing the municipal treasurers and comp- 
trollers in their duties, and much more in making them 
comprehend that the rules and regulations of the treasury must 
be rigidly observed. In those instances, moreover, in which 
fraud and dishonesty were rife, an arduous campaign had to be 
inaugurated to unearth such dishonesty and to secure a return 
to honest government. Thus, the first result of the operation 
of the new system was to show that in a number of the larger 
municipalities, and notably in the capital itself, San Juan, and in 
Mayaguez, gross frauds and corruption were being practiced by 
municipal officials. In these two municipalities elaborate in- 
vestigations were accordingly undertaken, a large amount of 
testimony was taken and detailed reports of findings were 
prepared. On the evidences thus discovered the alcaldes of 
these two towns and other officials who were apparently impli- 
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cated in the frauds were summarily removed by the governor, 
and in a number of cases criminal prosecutions against them 
were instituted. Although the government failed to secure 
conviction in these cases, the chief object sought by the investi- 
gation, the removal of the officials under whom at least bad 
practices existed and the starting of the municipalities them- 
selves on the new path of honest government, was secured. It 
has not been necessary to repeat these investigations on the 
same scale. They served to make known to the public that 
dishonesty in the administration of local finances would not be 
tolerated, and that all local officials would be held to a rigid 
accountability for all funds passing through their hands or over 
which they had any control. 

Throughout the foregoing account of the work, legislative and 
administrative, that has been done for the reorganization of 
municipal government, the statement has frequently been made 
that the efforts put forth have been crowned with success. In 
point of fact, a perfect revolution has been worked. Properly 
to appreciate the change, one would have to be familiar with 
the old conditions as they existed when civil government was 
established and be able, in consequence, to contrast them with the 
present state of affairs ; and this would mean that conditions in 
each municipality would have to be studied separately. Mani- 
festly this is out of the question for any of the readers of this 
article. Thanks to the system of uniform accounting and re- 
porting that has been described, it is possible, however, to pre- 
sent a combined statement for all municipalities that, from the 
financial standpoint, at least, will give a very fair idea of the pro- 
gress that has been achieved. 

The annual report of the treasurer gives, among other statis- 
tical showings, tables exhibiting the gross receipts and disburse- 
ments and the net income and expenditures of each municipal- 
ity, separated in such a way that municipality can be compared 
with municipality and year with year. The data contained in 
all of these tables, for all years since the perfection of the sys- 
tem of uniform accounting and reporting, have been combined 
in the two tables printed on the following pages, the one 
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Table I: Gross Receipts and Disbursements of Municipalities, by 

(All municipalities 



Cash on hand at beginning of year 

RECEIPTS 

General property tax , 

Bond redemption tax 

School tax 

Excise tax (municipal quota) 

Taxes levied prior to July I, 1 901 

Industrial and commercial taxes 

Licenses, permits and certificates 

Municipal properly 

Court fines 

Interest on deposits . 

Insular loans 

Miscellaneous 

Total receipts during year . 

Total receipts, including balances on hand beginning of year. 

DISBURSEMENTS 

Bonded indebtedness, interest 

Bonded indebtedness, sinking fund 

Certificates of indebtedness 

Indebtedness of annexed municipalities 

Insular loans, repayment, principal and interest ........ 

Administrative expenditures 

Police department . 

Fire department 

Lighting 

Public works 

Maintenance productive properties 

Charities 

Public health 

Education 

Courts and penal institutions 

Road funds 

Traveling expenses 

Civil register 

Miscellaneous 

Indebtedness insular trust fund 

Indebtedness teachers' pension fund 

Total disbursements during year 

Balances on hand at end of year . . . . 



1903 



$724,879.12 



$378,832.25 
129,441 .33 

32.533-53 

161,546.15 

13,205.69 

104,575-9° 

56,366.21 

177,648.18 

35,381.44 
4,871.98 



18,834.70 



$1,113,237.35 



$1,838,116.47 



$69,000.00 

55,000.00 

65,942.08 

5,136.22 

400.00 

200,459.86 

42,619 40 

12.491.69 

68,876.75 

218,975.92 

53,246.24 

12c.450.13 

126,633.29 

179,408.81 

70.575-50 
26,284.10 

23.410.39 
i4,305-93 
46.595-99 



$1,399,812.36 



$43 8 >304-i« 
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Items, for Fiscal Years ending June 30, 1903 to June 30, 1908 
combined) 



1904 



FISCAL YEAS ENDING JUNE 30 
1905 I906 1907 



1908 



$438,304,11 


$368,913.61 


$321,258.32 


$480,689.73 


$596,537-43 


$441,203.37 

123,547.04 

51.893.50 

103,600.00 

9.263.92 
111,850.19 

45,825.82 

201,566.98 

35,102.63 

5,133.29 

10,377.96 


$724,906.32 

140,554.17 

52,862.28 

21,146.02 

3.483.29 

93.400.39 

26,837.64 

231,507.94 

18,109.52 
15,660.36 
95,118.33 

9,577-55 


$858,967.11 

156,266.91 

69,992.34 

873.02 

115,225.93 

24,347.27 

344.796.36 

26,340.85 

3.295-32 

89.343.49 

16,877.99 


$981,874.67 

149,777.12 

76,065.73 

36.39 

142,110.68 

12,971.03 

272,038.74 

27,724.65 

3.350-07 

111,687.92 

31,403.66 


$1,057,344-59 

135.975.87 

98,890.87 

33.36 

162,980.44 

13,613.58 

269,797.19 

25,560.70 

396.98 

239,775-27 

40,219.99 


$1,139,364.70 


$1,433,163.81 


$1,696,326.59 


$1,809,040.66 


$2,044,589.14 


$1,577,668.81 


$1,802,077.42 

$60,000.00 

110,000.00 

28,964.97 

1,129.04 

16,455-95 

217,988.19 

6,512.49 

12,995.66 

82,182.91 

133,768.48 

56,515-05 

142,718.47 

156,005.48 

260,337.78 

66,600.62 

61,046.35 

11,350.82 

I3.277.94 
42,968.90 


$2,017,584.91 


$2,289,730.39 


$2,641,126.57 


$72,000.00 

22,151.36 
2,845.71 

172,534.23 

21,791.57 

10,551.10 

41,972.14 

168,826.84 

52,182.85 

125,193.63 

131,661.65 

181,267.95 

71.837-72 
75.635-67 

10,672.53 
14,956.21 
32,674.04 


$72,000.00 
55,000.00 
31,592.20 

163-34 

50,031.51 

224,626.12 


$66,015.00 
55,000.00 
20,585.17 

66,405.56 
233,545-49 

15,368.06 

80,349.43 

207,221.02 

83,761.24 

180,576.59 

178,894.21 

299.334.97 

79,982.60 

55,340.68 

9.183-05 

13,726.02 

47,903-87 


$66,015.00 
55,000.00 


95,297-45 
224,028.64 


18,161.83 

78,991.17 

148,811.67 

69.334.02 

153,339-59 

169,481.37 

267,552.86 

62,884.07 

71,762.78 

8,581.15 

13,628.43 

40,953-07 


18,207.57 

88,990.94 

364,572.22 

103.595-69 
195,889.53 
180,500.39 
322,960.58 

73,987.24 
114,332.90 

11,268.26 

13.143-25 

50,361.74 

2,290.71 

1,961.71 














$1,208,755.20 


$1,480,819.10 


$1,536,895-18 
$480,689.73 


$1,693,192.96 


$1,982,403.82 


$368,913.61 


$321,258.32 


$596,537-43 


$658,722.75 
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Table II: Net Income and Expenditures ok Municipalities, by 

(All municipalities 



Cash on hand beginning of year 

INCOME 

General property tax 

Eight per cent property tax for roads ... 
Excise tax (municipal quota) . 

Taxes levied prior to July I, 1901 

Industrial and commercial license taxes. 

Licenses, permits and certificates 

Municipal property 

Court fines .... 

Miscellaneous 



Total current income 
Insular loans 



Total, including insular loans 

Total, including insular loans and cash on hand at beginning of year . 

EXPENDITURES 

Administrative expenditures . 

Fire department 

Lighting . 

Public works, construction, productive 

Public works, construction, non-productive 

Public works, maintenance, productive 

Public works, maintenance, non-productive 

Charities 

Public health 

Courts . . 

Penal institutions 

Traveling expenses ... 

Civil register . ... ... . . . . 

Education, non -obligatory 

Roads, obligatory 

Roads, non-obligatory. . . 

Miscellaneous 



Total current expenditures 



Certificates of indebtedness 
Insular loans, repayment principal. . . 
Insular loans, interest . . . 

Indebtedness of annexed municipalities. 
Indebtedness district road board . . ■ 

Indebtedness school board 

Indebtedness insular trust fund 
Indebtedness teachers' pension fund. . 



Total expenditures on account of indebtedness 

Total expenditures 

Balances on hand at end of year 

Unexpended portion of insular loans. 

Available for ordinary expenditures 

Available for road expenditures . . 



Total balances. 
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Items, for Fiscal Years ending June 30, 1905, to June 30, 1908 
(ombinca) 



I905 



FISCAL YEAR ENDING JUNE 30 
I9O6 1907 



I908 



$22,327.98 


$51,728.04 


$193,326.98 


$291,751.33 


$493,781.85 


$617,317.43 


$706,146.39 


$738,764-92 


21,146.02 




80,956.75 


118,306.13 








3.483-29 


873.02 


3639 


33-66 


93.400-39 


115,225.93 


142,110.68 


162,980.44 


26,837.64 


24.34"-27 


12,971.03 


13,613.58 


«3' .S07-94 


334.796.36 


272,038.74 


269,797.19 


18,109.52 


26,340.85 


27,724.65 


25,560.70 


9,730.82 


10,567.12 


26,141.59 


33.930-87 


$897,997-47 


$1,129,467.98 


$1,268 126.22 


$1,362,987.49 


95.ii8.33 


89.343-49 


111,687.92 


239,77527 


$993,115.80 


$1,218,811.47 


$i,379.8i4-i4 


$1,602,762.76 


$1,015,443-78 


$1,270,539.51 


$i,573> I 4i-i2 


$1,894,514.09 


$217,984.03 


$224,626.12 


$233,545-49 


$224,028.64 


12,995.66 


18,161.83 


15,368.06 


18,207.57 


82,182.91 


78,991.17 


8o,349-43 


88,990.94 


2,529.60 


10,946.23 


31,360.16 


134,852.50 


7,983.60 


40,503.98 


65.577.27 


106,2/1.06 


66,206.60 


69.I73-8I 


83.736.19 


103,588.19 


51.893.14 


76,629.28 


90,786.80 


Ii3.5i6.53 


142,718.47 


•53.339-59 


180,476.59 


195.889.53 


156,005.48 


169,481.37 


178,894.21 


180,500.39 


36,042.08 


28,486.97 


37.700.75 


36,574.27 


30.558.54 


34,397.10 


42,281.85 


37,412.97 


11,350.82 


8,581.15 


9.183.05 


11,268.26 


13.277.94 


13,628.43 


13,726.02 


13,143.25 


11,473.07 


H.546.94 


18,989.42 


23.796.I7 






54,145.86 


70,026.77 


1,036.30 


852.00 


1,194.82 


44.306.13 


47,886.26 


40,804.83 


47,574.80 


50,322.74 


$892,124.50 


$983,150.80 


$1,184,890.77 


$1,452,695.91 


$28,964.97 


$31,592.20 


$20,585.17 






14,879.92 


46,753-93 


61,554.70 


$88,838.16 


1,576.03 


3.277-58 


4,850.86 


6,459.29 


1,129.04 
3,445.82 


163-34 
3.554-27 











14,751.15 


3.552-86 


3.987.37 


_ 


6,844.31 


5.I67-5S 


5,520.92 


2,290.71 
1,961.71 






$71,591.24 


$94,061.73 


$96,499.02 


$99,549-87 


$963,715.74 


$1,077,212.53 


$1,281,389.79 


$1,552,245-78 


$51,728.04 


$193,326.98 


$29i.75i-33 


$342,268.31 




$34,288.28 


$50,029.83 


$26,604.69 




$51,728.04 


159,038.70 


210,831.59 


280,034.13 






30,889.91 


35,629.49 


$51,728.04 


$193,326.98 


$291,751.33 


$342,268.31 
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relating to gross receipts and disbursements, and the other to 
net income and expenditures. The distinction between these 
data has elsewhere been described. The first table shows all 
moneys passing through the treasurer's books, although the 
municipality may, as in the case of the special school tax, do 
nothing but receive and pay over to the school boards the 
money realized. In the second table the receipt and disburse- 
ment of the municipal proportion of the general property tax 
and of the special school tax, as well as all other transactions 
having to do with special or trust funds, are eliminated, with the 
result that this table shows only actual income received by the 
municipalities available for municipal expenditure, and actual ex- 
penditures. From this table it is thus possible to determine the 
income received each year ; the sources from which such income 
was obtained ; and the expenditures made, classified according 
to objects. In itemizing the expenditures, a distinction has 
been drawn between those made to meet current obligations and 
those made to meet interest or repayment of principal charges 
on account of indebtedness. This distinction is one of great im- 
portance, as it makes it possible to determine the amount actually 
needed, or rather actually expended, by municipalities in carry- 
ing on their regular current work. 

An examination of these tables shows how great has been the 
progress of the municipalities in almost every respect. The 
gross receipts of municipalities, which for the fiscal year ending 
June 30, 1903, were $1,113,237.35, increased rapidly each year 
until they amounted, in the year ending June 30, 1908, to 
$2,044,589.14, or, if we omit from the statement receipts on 
account of insular loans, from $1,1 13,237.35 to $1,804,813.87, 
an increase in five years of $691,576.52, or over fifty per cent. 
For this increase, the augmented income derived from the gen- 
eral property tax is chiefly responsible, the increase in that item 
being from $378,832.25 to $1,057,344.59. This is due both to 
the larger proportion of the total tax levy now given to the mu- 
nicipalities and also to the great increase that has taken place 
in the assessed value of property. Almost all other items of the 
income side of the account, however, show a substantial advance. 
Particularly is this true of the two other important sources of 
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income, industrial and commercial license taxes and receipts 
from public property, the increase in these two sources being 
from $104,575.90 to $162,980.44, and from $177,648.18 to 
$269,797.19, respectively. 

If now we turn to the table giving net income and expend- 
itures — that is, the table in which all receipts that have to be 
paid over to school boards, all bookkeeping transfers and the 
like have been eliminated, so that the showing is one purely of 
moneys actually available as current income — the showing is 
equally favorable, though here, unfortunately, the record can 
be given for only four instead of six years. Thus, if we con- 
fine ourselves strictly to current income, excluding balance on 
hand, loans etc., it will be seen that, in three years from the 
fiscal year ending June 30, 1908, this current income has in- 
creased from $897,997.47 to $1,362,987.49, an increase of 
$464,990.02. On the expenditure side the most interesting 
fact brought out is the extent to which the municipalities have 
been able to increase their expenditures for works of public 
utility, as contrasted with those for administration proper. 
Thus, comparing the four years covered by the table, it will be 
seen that the expenditures for the construction and maintenance 
of public works proper, other than roads, have increased from 
$128,612.94 to $458,228.28, those for public health from 
$156,005.48 to $180,500.39, and those for charities from 
$142,718.47 to $195,889.53. It is in the matter of extinguish- 
ment of floating indebtedness and the accumulation of cash 
balance on hand, so that all obligations can be promptly met as 
they fall due, that the greatest progress has been made. Every 
municipality has completely extinguished its floating obligations 
and is now in a position where it can direct all of its current 
income to current needs or to the payment of insular loans con- 
tracted for the purpose of carrying through important public 
works. 

If the attempt be made to recapitulate, in one paragraph, the 
progress that has been achieved through the legislation described 
above and through the exercise of the administrative control 
over the operations of the municipalities that is vested in the 
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central government, it may be pointed out that these bodies, 
which at the time of the passage of the act of 1902 were, with 
two exceptions out of the sixty-six, heavily in debt — their 
indebtedness amounting in the aggregate to over half a million 
dollars and steadily increasing at such a rate that many, probably 
the majority, were practically bankrupt — are now, without ex- 
ception, upon a sound financial basis : with all this old indebted- 
ness paid off and no new indebtedness incurred in its place ; 
with cash balances in the treasury; with budgets calling for 
expenditures well within available income ; with expenditures 
devoted to works of public utility to an extent never exhibited 
in the past ; with numerous public works of permanent import- 
ance, such as water works, slaughter houses, markets, hospitals 
etc., many of them calling for the expenditure of ten, twenty, 
thirty or, in one case, sixty thousand dollars, completed or 
under way ; with current work performed with an efficiency 
which persons familiar with conditions a few years ago would 
hardly have believed possible of attainment ; and, finally, with an 
administration of affairs that will bear comparison as regards 
honesty with that of any other country. Can the municipalities 
of any state of the Union show an equal advance in the same 
space of time? 

W. F. WlLLOUGHBY. 
Washington, D; C. 



